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Direct Testimony of Justin Bieber

I ntroduction

Q.
A.

Please state your name and business addr ess.

My name is Justin Bieber. My business address is 111 E Broadway, Suite
1200, Salt Lake City, Utah, 84111.

By whom are you employed and in what capacity?

| am a Senior Consultant for Energy Strategies, LLC. Energy Strategiesis
aprivate consulting firm specializing in economic and policy analysis applicableto
energy production, transportation, and consumption.

On whose behalf are you testifying in this proceeding?

My testimony is being sponsored by The Kroger Co. (“Kroger”). Kroger is
one of the largest retail grocersin the United States and operates over 28 stores and
other facilities in the territory served by Louisville Gas and Electric Company
(“LG&E” or the “Company”). Combined, Kroger facilities purchase more than 70
million kWh annually from LG&E.

Please describe your professional experience and qualifications.

My academic background is in business and engineering. | earned a
Bachelor of Sciencein Mechanica Engineering from Duke University in 2006 and
aMaster of Business Administration from the University of Southern Californiain
2012. | am also aregistered Professional Civil Engineer in the state of California.

| joined Energy Strategiesin 2017, where | provide regulatory and technical

support on a variety of energy issues, including regulatory services, transmission
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and renewable devel opment, and financial and economic analyses. | havealsofiled
and supported the development of testimony before various state utility regulatory
commissions.

Prior to joining Energy Strategies, | held positions at Pacific Gas and
Electric Company as Manager of Transmission Project Development, 1SO
Relations and FERC Policy Principal, and Supervisor of Electric Generator
Interconnections. During my career at Pacific Gas and Electric Company, |
supported multiple facets of utility operations, and led effortsin policy, regulatory,
and strategic initiatives, including supporting the development of testimony before
and submittal of comments to the FERC, California lSO, and the California Public
Utility Commission. Prior to my work at Pacific Gas & Electric, | was a project
manager and engineer for heavy construction bridge and highway projects.
Haveyou testified previousy beforethis Commission?

Yes, | testified in Duke Energy Kentucky’s 2017 general base rate case and
2019 general base rate case, Case Nos. 2017-00321 and 2019-00271, respectively.
| also tetified in the Kentucky Utilities Company and Louisville Gas and Electric
Company 2018 genera base rate cases, Case Nos. 2018-00294 and 2018-00295,
respectively.

Have you filed testimony previously before any other state utility regulatory
commissions?

Yes. | have testified before the Colorado Public Utilities Commission, the
Indiana Utility Regulatory Commission, the Michigan Public Service Commission,

the M ontana Public Service Commission, the Nevada Public Utilities Commission,
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the North Carolina Utilities Commission, the Public Utilities Commission of Ohio,
the Public Utility Commission of Oregon, the Utah Public Service Commission,
the Virginia State Corporation Commission, and the Public Service Commission of

Wisconsin.

Overview and Conclusions

Q. What isthe purpose of your testimony in this proceeding?
My testimony addresses the following topics:
(1) LG&E’s proposed changes in depreciation rates for the Company’s
remaining coal-fired generation units;
(2) LG&E’ s proposal to continue the use of regulatory asset and liability
accounting for generator outage expenses; and
(3) A multi-site commercial rate aggregation pilot.

Q. Please summarize your recommendationsto the Commission.
| offer the following recommendations:
(1) LG&E’s proposdl to increase its revenue requirement in this
proceeding to reflect changes in depreciation rates based on the
accelerated retirement of its remaining coal-fired generation units should
be denied. Instead, the revenue requirement should be calculated using
the existing depreciation rates for LG& E’s coal fleet, with the
undepreciated balance transferred to aregulatory asset at the time of
retirement. The undepreciated balance in the regulatory asset should be

amortized over the current depreciable lives of the affected generating
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plants. Given the current challenges facing customers and the local
economy brought on by the COVID-19 pandemic, and the continuously
changing operational and economic circumstances for the Company’s
coal -fired generation assets, it is not necessary or appropriate to increase
the base rate revenue requirement to recover LG& E’s significant proposed
increase in depreciation expense at thistime.

(2) The Commission should deny LG&E’s request to continue the use of
regulatory asset and liability accounting for generator outage expenses.
The proposed accounting treatment is unnecessary and would reduce the
Company’ s incentive to reduce costs as much as possible. This non-
precedential accounting treatment resulted from multi-party negotiations
in LG&E’s prior two general rate cases, Case Nos. 2016-00371 and 2018-
00295, and | recommend that it be eliminated going forward.

(3) It isreasonable and appropriate at thistime for the Company to initiate
amulti-site commercia rate aggregation study in order to provide an
opportunity for the Company and its stakeholders to gain insight into how
amulti-site aggregation rate would work. A well-designed demand
aggregation program places a customer with multiple locations on an
equal footing with single-site customers, by charging participating multi-
site customers for the amount of generation and transmission services that
they actually use, thereby promoting equitable treatment of these
customers. To that end, | recommend that the Commission order the

Company to study the feasibility of a multi-site aggregate commercial rate



93 and propose a pilot program it its next rate case that would allow

94 commercia customers to participate in amulti-site rate applicable to the
95 portion of the demand charge associated with fixed production and

96 transmission costs.

97

o8 Depreciation Rates

29 Q. Please explain how LG&E is proposing to update depreciation rates for the
100 Company’s generation fleet in this proceeding.
101 A. Company witness Lonnie Bellar explains that the Company has
102 determined that the current retirement dates for its steam generating units are no
103 longer reasonable due to changed circumstances. As such, the Company has
104 determined new retirement dates that it considers to be reasonable estimates of the
105 remaining economic lives of the units.® Mr. Bellar provides the existing and
106 updated retirement dates for the affected units, which is reproduced in Table JB-1
107 below.
108

! Direct Testimony of Lonnie E. Béllar, p. 9.
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TableJB-1
LG&E’sCurrent and Updated Retirement Y ear
For Certain Coal-Fired Generating Units?

LG& E witness John Spanos explains that he utilized these probable
retirement dates and change in life span for these generating units, as provided by
Mr. Bellar, in his depreciation studies.®
What factorsdid L G& E consider in assessing the remaining economic lives of
generating units?

According to Mr. Béllar, the Company’s Generation Planning and
Analysis function continuously assesses generation resources as part of the
Integrated Resources Planning (“IRP”) process. Mr. Bellar explains that the
planning process considers arange of factors including the impact of
environmental regulations, fuel price scenarios, the cost of replacement
generation, risk of catastrophic failures, and the operational and major

mai ntenance costs that may be avoided by economic retirements.

21d.

3 Direct Testimony of John J. Spanos, p. 10.
4 Direct Testimony of Lonnie E. Bellar, p. 10.
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What isthe revenuerequirement impact resulting from the proposed changes
in depreciation ratesfor the Company’s coal-fired generation units?

According to Company witness Kent Blake, the proposed changesin
depreciation rates for the Company’s coal-fired generation units increased
L G& E's depreciation expense by $59.2 million.®> After considering the effects on
capitalization, property taxes, and income taxes, the total LG& E revenue
requirement impact resulting from this change in depreciation rates is $50.5
million.®
What is your assessment of LG&E’s proposal to increase the revenue
requirement by $50.5 million in thiscaseto reflect earlier retirement datesfor
its coal-fired generating resour ces?

| recommend that the Commission deny LG& E’s request to increase its
base rate revenue requirement by $50.5 million in this case to reflect the
accelerated retirement of its coal-fired generating resources. Instead, the revenue
reguirement should be calculated using the existing depreciation rates for LG&E’s
coal fleet. | recommend that the Commission authorize LG&E to transfer the
remaining undepreciated plant balances to a regulatory asset when these units are
retired and amortize the balance over the current depreciable lives. Specifically,
this accounting treatment should apply to the coal-fired generating units listed in

Table JB-1.

5 Direct Testimony of Kent W. Blake, p. 21.
6 Louisville Gas and Electric Company Response to Second Data Requests for Information of the Kroger
Co. Dated February 5, 2021, Question No. 7 (a), Reproduced in Exhibit JB-1.
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Simply put, it is not appropriate or necessary to increase the depreciation
rates for these facilities at thistime. As Company witness Paul Thompson
acknowledges, the COVID-19 pandemic has created unprecedented challenges for
LG& E’s customers and communities.” LG&E’s proposed increase to
depreciation rates is akey driver of its significant overall proposed revenue
requirement increase of $131.2 million, or 11.6%. My recommendation would
help mitigate this proposed increase in costs for LG& E’s customers at this very
difficult time while also providing a reasonable opportunity for LG&E to recover
its costs.

Further, as | explain above, LG& E continuously assesses its generation
portfolio as part of the IRP process based on arange of factors. As such, the
changing operational and economic circumstances that caused LG& E to propose
updated retirement dates for its steam generating units in this proceeding may
cause LG& E to update the probable retirement dates again in the future.
Maintaining existing depreciation rates for ratemaking purposes will help provide
some rate stability and gradualism, as opposed to the significant rate impacts that

would result from continuously increasing the depreciation rates for these units.

7 Direct Testimony of Paul W. Thompson, p. 12.
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Company witness Kent Blake claims that the significant changesin facts and
circumstances regarding the remaining coal-fired generation fleet must be
addressed now in depreciation rates to avoid the risk of stranded assets and
inter-generational inequities.® How do you respond to these concer ns?

Utilizing aregulatory asset as | am proposing to recover the Company’s
remaining undepreciated investment in its coal-fired generating units after these
units areretired will provide LG& E a reasonable opportunity to fully recover its
investment over the originally expected lives.

Further, the opportunity has come and gone for the Company to fully
recover itsinvestment in its coal-fired generating units and fully avoid inter-
generational inequities. LG&E’s proposal to significantly increase its
depreciation expense in this case would create an inter-generational inequity by
imposing significantly higher costs on current customers for generating units that
are becoming increasingly uneconomic, relative to the costs borne by past
customers that benefitted from these resources. My proposal to utilize a
regulatory asset to recover the Company’ s remaining investment in its coal-fired
generating resources after the plants are retired mitigates some of this burden on
current customers, who are also at the forefront of dealing with the challenges and

economic circumstances brought on by the COVID-19 pandemic.

8 Direct Testimony of Kent W. Blake, p. 5.
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Q. Areyou awar e of any past precedent by this Commission approving the use of
aregulatory asset to recover the costs of retired assets?

A. | am aware of a couple of instances where this Commission approved the
use of aregulatory asset to recover the costs of retired assets. In Kentucky Power
Company’s (“KPC”) Application seeking a Certificate of Public Convenience and
Necessity in connection with the transfer of a 50% interest in the Mitchell
Generating Station, the Commission approved provisions in a non-unanimous
stipulation authorizing KPC to recover retirement costs for the Big Sandy Unit 1
and Unit 2,° including net book value and removal costs, on alevelized basis over
25 years.'® Subsequently, in KPC’'s 2014 general rate case, the Commission
approved the Big Sandy Retirement Rider.!

Additionally, the Commission approved Kenergy Corp.’s application to
establish aregulatory asset to recover the undepreciated balance of its electro-
mechanica meters that were replaced by an Advanced Metering Infrastructure

system.*?

° In the Matter of Application Of Kentucky Power Company For (1) A Certificate Of Public Convenience
And Necessity Authorizing The Transfer To The Company Of An Undivided Fifty Percent Interest In The
Mitchell Generating Station And Associated Assets; (2) Approval Of The Assumption By Kentucky Power
Company Of Certain Liabilities In Connection With The Transfer Of The Mitchell Generating Station; (3)
Declaratory Rulings; (4) Deferral Of Costs Incurred In Connection With The Company's Efforts To Meet
Federal Clean Air Act And Related Requirements; And (5) All Other Required Approvals And Relief, Case
No. 2012-00578, Order (October 7, 2013), p. 43.

101d, Stipulation and Settlement Agreement (July 2, 2013), pp. 9-10.

% Inthe Matter of Application Of Kentucky Power Company For: (1) A General Adjustment Of Its Rates
For Electric Service; (2) An Order Approving Its 2014 Environmental Compliance Plan; (3) An Order
Approving Its Tariffs And Riders; And (4) An Order Granting All Other Required Approvals And Relief,
Order (June 22, 2015), pp. 45-47.

2 1n the Matter of Request Of Kenergy Corp. For Approval To Establish A Regulatory Asset |n The Amount
Of $3,884,717 Amortized Over A Ten (10) Year Period, Order (August 31, 2015).

10
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Arethere any other issuesto consider with respect to the early retirement of
coal-fired resources and the recovery of undepreciated plant?

The carrying costs on the undepreciated balance of coal-fired resourcesin
aregulatory asset driven by early retirement dates could be very significant. One
potential tool that the Commonwealth of Kentucky might consider is the use of
securitized bonds to refinance the undepreciated plant balances. Generally, the
securitization of undepreciated plant would need statutory authorization.
However, the cost of securitized bonds would likely be substantially less than the
utility regulated rate of return. The use of securitized bonds to refinance
undepreciated plant could potentialy help mitigate the rate impacts resulting from
accelerated coal plant retirements while still providing cost recovery for the

utility.

Generator Outage Expense

Q.

Please describe LG& E’s proposal to recover costsrelated to generator outage
expensein baserates.

LG&E’switness Lonnie Bellar explainsthat LG&E is proposing to
normalize outage expense using an 8-year average based on the average actual
outage expense for 2017, 2018, 2019, and 2020 through August, combined with
forecasted outage expense for the balance of 2020 through 2024. According to
Mr. Bellar, an 8-year average including actual and forecast expense is amore

accurate and reliable method of normalizing outage expense because major outage

11
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maintenance is typically donein 8-year cycles, and because past maintenance
costs are not necessarily predictive of future maintenance costs.*®

Please describe L G& E’s proposal regarding the use of regulatory asset and
liability accounting for generator outage expenses.

In response to discovery, LG& E confirmed that it is proposing to continue
the use of regulatory asset and liability accounting for generator outage expenses.
According to the Company, this deferral accounting ensures LG& E may
ultimately collect, or will have to return to customers, through future base rates
any amounts that are above or below the average embedded in the el ectric
revenue requirement increases in these proceedings. 4
Does LG&E currently use regulatory asset and liability accounting for
generator outage expenses?

Yes. Mr. Bellar explainsthat in settling LG&E’s prior rate case, the
settling parties stipulated to the use of a 5-year historical average and the
continued use of regulatory asset and liability accounting for generator outage
expense.’® Similar regulatory asset and liability accounting treatment for
generator outage expense was stipulated to by the settling partiesin LG& E’'s 2016

base rate case as well .16

13 Direct Testimony of Lonnie E. Bellar, p. 23.

14 Response of Louisville Gas and Electric Company to First Requests for Information of the Kroger Co.
Dated January 8, 2021, Question No. 9 (e), reproduced in Kroger Exhibit JB-1.

5 Direct Testimony of Lonnie E. Bellar, p. 23.

16 In the Matter of: Electronic Application of Louisville Gas and Electric Company for an Adjustment of its
Electric Rates and for Certificates of Public Convenience and Necessity, Case No. 2016-00371, Stipulation
and Recommendation (April 19, 2017), pp. 6-7.

12
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What isyour assessment of L G& E’s proposal to continuethe use of regulatory
asset and liability accounting for generator outage expenses?

| recommend that the Commission deny LG& E’s proposal to continue the
use of regulatory asset and liability accounting for generator outage expenses.
Performing generator outage maintenance work is afundamental responsibility
for autility that does not warrant guaranteed cost recovery. In carrying out this
responsibility, utilities are entitled to an opportunity to recover their prudently
incurred costs. Allowing LG& E to continue the use of this accounting treatment
to guarantee cost recovery for all of its generator outage expense costs above the
amount embedded in base rates reduces the Company’ s incentive to perform the
work as efficiently as possible to counterbalance potentially higher costs in other
areas, or otherwise increase the utility’ s earnings.
Are you recommending any other changes regarding the Company’s
generator outage expense?

| am not taking a position regarding the Company’s proposal to normalize
its generator outage expense using an 8-year average of actual and forecasted
expense. Nor am | recommending any changes to the existing generator outage
expense regulatory asset. My recommendation is specifically focused on the
Company’s proposal to continue deferred accounting treatment for future
generator outage expenses above or below the amount that is approved to be

embedded in base rates.

13
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Multi-site Agar egation Commer cial Rate

Q.
A.

Please explain multi-site rate aggregation.

A multi-site commercia rate aggregation program would allow eligible
customers with multiple service locations to aggregate their demands for purposes
of power and transmission billing. For a multi-site aggregation program, the
billing demand is measured as the highest hourly demand occurring
simultaneously across each of a customer’s participating locations, thereby
measuring billing demand for the totality of the customer’s participating sites as if
it were asingle load for billing purposes. Thisis described as conjunctive demand
billing and should only apply to a customer’s generation and transmission service.
The distribution portion of the bill should be calculated using demand billing
determinants established separately at each location.

Why should the Company study a multi-site commercial rate aggregation
program?

This type of aggregation properly allows a multi-site customer to capture
the diversity within its loads for billing purposes, specifically in the determination
of billing demand. By treating the multiple loads of a single customer asasingle
entity for the purpose of measuring the amount of power and transmission service
provided to the customer, the customer’sload is treated in a manner that is
comparable to the treatment of a single-site customer with the same aggregate
load shape. It isaso comparable to the way the customer’ s load would be viewed

in a competitive market.

14
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Why isit appropriateto apply a conjunctive demand rateto fixed generation
and transmission costs as distinct from distribution costs?

Each facility owned by a multi-site customer causes unique distribution
costs and therefore it is appropriate to recover those costs based on the peak
demand of each individual facility. But that is not the case for fixed production
and transmission costs. At the power supply and transmission level, it makes no
difference whether 5 MW in a given hour is going to a single-site customer with a
5 MW load or to amulti-site customer with five facilities taking 1 MW each. The
cost to produce and transmit the 5 MW in that hour is not materially different.

For amulti-site customer, it would not be unusual for each of its sitesto be
peaking at adifferent hour in each month. Under the Company’s current rate
structures, this means that the customer’s cumulative billing demand for fixed
production costs would exceed the customer’ s actual aggregated peak demand
measured on an hour-by-hour basis (asif it were a single-site customer). In other
words, under the current rate structure, the multi-site customer might be billed for
5.5 MW of fixed production demand based on the sum of the individual peaks of
each of its sites (occurring at different hours), whereas in fact, the customer’s
actual aggregate demand for fixed production demand in any hour might be no
greater than 5 MW. A conjunctive demand rate can correct for this upward bias
in the billing demand that would otherwise be charged to a multi-site customer by
aggregating the customer’ s billing demands for peak demand measurement
purposes. With the proper metering in place, this correction simply charges

multi-site customers for the fixed production service that they actually use and

15
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places them on an equal footing with single-site customers. Under awell-
designed conjunctive demand rate, a multi-site customer that has the same
aggregate demand for power supply as a single-site customer pays exactly the
same rate and dollar amount for power supply as that single-site customer.

With a multi-site customer rate, would a commer cial customer be allowed to
aggregate smaller loads onto a different rate schedule designed for larger
loads?

No, | am not proposing an aggregation program that would allow smaller
aggregated loads to qualify for adifferent rate schedule, but rather simply to
better measure the aggregated customer’ s demand for generation and transmission
billing purposes. For example, a customer with five separate sites, each with a
maximum billing demand of 100 kW that is currently being billed on the PS
Power Service rate, would not be eligible to be billed at the TODS Time of Day
Secondary rates designed for customers with loads over 250 kVA.

Areyou awar e of any well-designed multi-site customer rates?

Yes. Consumers Energy in Michigan has such arate, called the Aggregate
Peak Demand Service Provision.r” This program is available to any customer
with 7 accounts or more who desires to aggregate its On-Peak Billing Demands
for power supply billing purposes. To be eligible, each account must have a
minimum average On-Peak Billing Demand of 250 kW. The aggregated accounts

are billed under the same rate schedule and service provisions that apply to the

17 See Sheet D-63.00 at https://www.michigan.gov/documents/mpsc/Consumers 14 current_675992_7.pdf.
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330 individua sites, with the aggregate maximum capacity to all customers limited to

331 200,000 kW.

332 Puget Sound Energy also has a pilot program that was recently approved
333 by the Washington Utilities and Transportation Commission that would allow
334 eligible customers with multiple service locations to aggregate their demands for
335 purposes of power and transmission billing.8

33 Q. What isyour recommendation regarding a multi-site commer cial

337 aggregation rate?

338 A. | recommend that the Commission order LG& E to study and propose a
339 conjunctive billing demand pilot program in its next general rate case.

340 Q. Doesthis conclude your direct testimony?

341 A. Yes, it does.

18 See sheet 26-B at file:///C:/Users/jbieber/Downloads/elec_sch_026.pdf.
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